STATE Of TALIFURNIA—HEALTH AND WELFARE AGENCY

DEPARTMENT OF SOCIAL SERVICES

Y P Street, Sacramento, CA 95814
\916) 322-6333

June 24, 1983

ALL-COUNTY INFORMATION NOTICE I-7L-83

. TO: ALL COUNTY WELFARE DIRECTORS

SUBJECT: TAX TREATMENT OF FOSTER CARE PAYMENTS

REFERENCE:

This letter is to advise all County Welfare Departments that new statutory
provisions governing the Federal income tax treatment of foster care main-
tenance payments were recently enacted as Sectiom 102 of the Periodic Payments
Settlement Act of 1982, P.L. 97-473. These new provisions resolve several
long standing questions regarding the treatment of foster care payments as
taxable income to the care provider, and clearly establish the definitions,
exclusions, and policy necessary to resolve these questions.

A copy of the new law is attached for your reference and use. The section

references in the statutory language are to sections of the Internal Revenue
imended by P. L. 97-473.

Deputy Director
Adult and Family Services Division

Attachment

cc:  CWDA
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Whenever  fitle Tor Il an amendment or repeal vpressed in
ferms of an o oaendment oo or repeal of, @ seclion oF oo or provision,
the reference shall be consulered 1o be made to a section or alher
provision of the Internal Revene Code of 1054

TITLE [—-iNCOME TAX PROVISIONS

NEC 102 EXCLUSIIN FROM GROSS INCOME FUR CERTAIN FOSTER CARE

PAYMWAENTH

tui Iv Gexerar.—Part [T of subchapter B of chapter 1 (relating
to ttems specifically excluded from gross incomel, as amended by
section [01ib), Is amended by redesignating section 141 as section
112 and by inserting after section 130 the follvwing new section:
NEC 13 CERTUIN FOSTER CARE PAVMENTS.

“fa) GENERAL RuLe.—Gross income shall noet include amounts re-
ceived by a fuster parent during the laxable year as qualified foster
care payments. :

“thi Quaririep Foster CArRE PAvMENT DERINED —For purposes of
this section— )

Y1) In GeNERAL —The term ‘gualified [foster rure payments'
Heans any amonnt——

AP which s poid by a State ur polilical subdivision
thercof or by a c/fz'!d—p!acz'ng ageney which s described in
secton d01cXd and cxempt from tax under sectivn olital,
und

B which s

“ti) paid o reimhburse the fuster parent for the ex-
penses of caring for a quiedified foster child in the
foster parent s home, or

“if) a diffteully of care payment.

) QUaLieiEp FosTER Ciilp-~lhe term ‘qualified  foster
clald meens wny tnducedual oho—

oV hay not attuined age 1Y and

B s Heingr inou foster fumily home in which such indi-
mdual was placed hyv-—

“(i) an agency of a State or political subdivision
thereaf, or

“iigd an vrganization which is licensed by a State tor
asolitical subdivision thereuf) us a child-plucing apency
und which is deseribed in section 50[eid) and exempt
Jrom tax wnder seetion SO0l

ol Lemicrnry oF  Cark PAYMENTS. —For purposes of this
seviion — R
L INERICRETY OF CARE PAYMENTS. —The term difficulty of
cure pusnients’ megns payments o indrciduals which are not
deserilod i subsection Jha Ik B¥, and which—
A gre compensation for providing the additional care
of o yualified joster child which s—

“ti) required by reason of a >hvsical, mental, or emo-

fional handicap of such chiid with respect to which

the State hos determined that there (s o need for addi-
tional compensation, and
“(ii) provided in the home of the foster parent, and
"B} are designated by the payor ns compensation de-
scribed in subparagraph (A)

YN LISITATION BASED ON NUMBER OF CLUULDREN.—In the cuse
of any foster home, difficulty of cure paviments for any period to
which such payments relate shall not be excludable from gross
tncome under subsection (o) to the extent such puyments are
made for more than [0 qualified foster children.”

(b) Cremicar AMeEnNDMENT.—The table of sections for part III of
subchapier B of chapter 1 is amended by striking out the iiem relat-
ing to sectivn 1Jd! and by inserting in lieu thereof the following
tiems:

uy

"See. {81 Certuin foster care paymueriis.
“Sec. 132 Cross references (o ather Acts”

re) Erpective Dare.~~The amendments made by this section shall
apply to texable vears bemnning after December 11, 1973




